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The Objective of the Program : 


Canada, in common with the rest of the world, 
is facing rapidly escalating energy costs with the 
likelihood that oil supplies will fall substantially 
short of anticipated demand by the turn of the 
century. Some analysts are predicting the 
beginning of this shortfall by as early as 1985. 
Natural gas supplies and prices are expected to 
follow a similar pattern. Any immediate action 
that can be taken to reduce the current demand 
for these fuels and thereby to extend future 
reserves deserves encouragement. Fuel 
substitution by alternative energy sources, 
particularly those that are perpetually renewable 
and already available at reasonable cost, is a 
highly desirable national objective. 


The Canadian forest products industry is a 
major user of fuel oil and natural gas, accounting 
for some 7.5 per cent of the nation’s total 
consumption of these fuels. At the same time 
the industry generates vast unused quantities of 
combustible residue material in its manu- 
facturing operations, and leaves even larger 
amounts unrecovered in its woodlands 
operations. This material in fact constitutes a 
disposal problem in many localities. All of these 


residues have the potential to be used as fuel for — 
-motive power, heating and lighting applications, 


replacing purchased energy. Forest industry - 
energy self-sufficiency through the use of forest 

_ biomass as fuel is possible in a number of 
regions in Canada, and at some locations there | 
is sufficient residue for the generation of 
additional energy to supply the associated 
communities. Technology exists to achieve these 
objectives in many situations, and in other 
situations applicable new technologies are under 
active development. 


The objective of the Forest Industry Renewable 
Energy program is to provide shared-cost 
financial assistance aimed at encouraging the 
forest industry to convert existing facilities or to 
install new facilities to burn hog fuel, sawdust or 
waste wood and having associated energy . 
recovery and utilization systems. The large 
Saving in future fossil fuel consumption that can 


be achieved in this matter will make a significant S 
contribution to Canada’s policy of self-reliance in — 


eneray. 
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e Program is Organized 


To respond to the need for an incentive 
program to stimulate the use of forest biomass 
residue as fuel the establishment of the Forest 
Industry Renewable Energy (FIRE) program was 
announced in July 1978 by the Minister of 
Energy, Mines and Resources. Its objective is to 
share the capital costs incurred by forest 
industry firms in converting existing systems or 
‘installing new systems that substitute mill and 
forest residues for traditional hydrocarbon fuels. 
Under the program taxable payments of up to 
20 per cent of approved capital costs will be 
provided. 


The FIRE program will be funded by the 
~Department of Energy, Mines and Resources 
(EMR), with the administration and Secretariat 
being provided by EMR’s Renewable Energy 
‘Resources Branch. An Interdepartmental 
Advisory Committee will assist EMR in assessing 
priorities, reviewing applications and determining 
the allocation of funds for the assistance of 
projects proposed by forest industry companies; 
in addition to EMR, Industry, Trade and 
Commerce, Fisheries and the Environment and 
others will be represented on the Committee. 


_ The federal government will enter into agree- 
ments with the companies concerned for the 
assistance of approved projects, and will make 
payments periodically as partial reimbursement 
of the capital expenditures incurred. The 
amounts received by the companies will be 
taxable in accordance with the provisions of the 
Income Tax Act. 


Any project commencing after the July 1978 
date of announcement of the program will be 
eligible for assistance. Payment of claims will 
begin April 1, 1979, and the program will 
continue in effect until March 31, 1984. 


During the life of the program it is expected that 
funds in the order of $150 million will be made 
available for the assistance of capital projects in 
this manner. 

The FIRE program as described herein is being 
implemented in July 1978 on the understanding 
that it is subject to Parliament providing the 
necessary funds at the time of the introduction 
of the Main Estimates for the fiscal year 1979-80. 
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What Organizations are Eligible 


For the purpose of the FIRE program the term 
“forest industry” refers to those manufacturing 
establishments that convert roundwood or wood 
chips to wood pulp or solid wood products 
(lumber, plywood, particle board, shingles, poles, 
etc.). Any Canadian forest industry firm having 
adequate management, financial and raw 
material resources to conduct an eligible project 
may apply for assistance. 


What Projects are Eligible 


To be eligible for FIRE assistance a project must — 
involve a capital installation of facilities to be 
used for one of the following purposes: 


® direct combustion or gasification of hog fuel, 
bark, sawdust, scrap wood, wood shavings, 
wood chips, slash, or other forms of forest 
biomass to produce energy in the form of heat 
or electricity that will be used in the applicant’s 
manufacturing operations, or in an associated 
community, or both; or 


® conversion of hog fuel, bark, sawdust, scrap 
wood, wood shavings, wood chips, slash, or 
other forms of forest biomass into prepared 
fuels having enhanced heating value, 
transportability or storage properties; or 


® incineration and recovery of sulphite pulp mill 
spent liquor to produce a net energy surplus in 
the form of heat or electricity that will be used in 
the applicant’s pulp and paper manufacturing 
operations or in an associated community. 


All direct capital costs associated with the 
project, including equipment procurement costs 
and installation costs, are eligible. Woodlands 
equipment (e.g., for harvesting: material 
preparation or transportation) that is specifically. 
required for and dedicated to a forest biomass 
renewable energy project is also eligible. 
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_ feasibility studies conducted determine ; 
whether a project will be undertaken, and design 
and consulting engineering fees, are not eligible. 
Operating costs incurred during or after the end 


_ of the construction phase and prior to the 


conclusion of the project (e.g., for raw materials, 
operating labour, moll services, etc.) are also 
ineligible. 


Any equipment modification that is considered 


_ to be necessary after the conclusion of a project 
will only be eligible for assistance if approved as 


a new project and covered by a new agreement 


as the result of a separate application. 
_ In order to be eligible under the program, 


consulting services and equipment must be 


_ obtained from Canadian firms, manufacturers or 
_ suppliers unless it is clearly demonstrated that 


suitable services and equipment are not available 
from Canadian sources under reasonable terms 
and conditions. Any choice of foreign supplier 
must be justified and documented on both 
technical and economic grounds. 


Projects must conform to all applicable 
environmental regulatory requirements, and an 
environmental impact statement covering this 
aspect must be included in each application for 
FIRE assistance. 


Any questions concerning eligibility requirements | 
should be referred to the FIRE Program 


- Secretariat. 


The FIRE program is intended to assist projects 
that are based upon proven technology and that 


‘will operate with predictable efficiency. Applica- 
tions for support of projects that are innovative, 


experimental or prototype in nature should be 
referred to the Canadian Forestry Service, 
Department of Fisheries and the Environment 
for consideration under that department’s Forest 
Energy Research and Development Program. 
The CFS program sponsors research, develop- 
ment and demonstration projects aimed at 
substituting mill and forest residues for 
traditional energy sources, and as such is 
complementary to FIRE. 


How to Submit an Application 


A forest industry firm wishing to initiate a 
project which it considers suitable for FIRE 
assistance should prepare and submit an 
application to the FIRE Program Secretariat, 
using a format for that purpose which will be 
recommended. Preliminary discussions or cor- 
respondence with the Secretariat are advisable 
prior to submitting a formal application, 
particularly with respect to eligibility 
requirements. 
The application will require the submission of 
sufficient information to permit an assessment of 
the company and of the project with respect to 
the provision of FIRE assistance. This will 
include the following elements: 
® company organization (parent companies, 
subsidiaries, affiliates); 
® company activity (location, raw materials, 
process, products); 


® company financial status; 

® project raw material availability (from mill 
and/or woodlands operations); 

® project description and rationale (process, 
equipment, contractors); 

® project environmental impact (related to 
applicable regulations); 

® project design and engineering expertise; 

® project capital costs (equipment and 
installation); 

® project management plan; 


® project financing plan (sources of financing, 
cash flow); , 


® project work schedule and timetable; 


® extent of purchased fuel or electricity 
substitution. 


Information on the program and instructions for 
the preparation of applications may be obtained 
from the Secretariat at the following address: — 
FIRE Program Secretariat, | 
Renewable Energy Resources Branch, 
Department of Energy, Mines and Resources, 
17th Floor, 580 Booth Street, 
Ottawa, Canada K1A 0E4. 


The FIRE Agreement 


Sees 


Once a project has been approved for FIRE 
capital cost-sharing assistance a formal agree- 
ment will be signed by both parties. This will 
specify the extent of cost-sharing, the period of 
time over which it will apply and the schedule 
for payments. | 


The dates of commencement and conclusion of 
a project will be determined as follows: 


® a project will be deemed to have commenced 
when the applicant firm has entered into a 
contract or has otherwise become legally 
committed to make payment for goods or 
services that will become part of the capital cost 
of the project; and 


® a project will be deemed to have concluded 
when the new or converted facilities have been 
operated for 30 days at an average rate of 50 per 
cent of design net energy output capacity or 
greater. 


The commencement and conclusion dates as 
stated above will be of particular significance in 
determining the eligibility of costs with respect 
to the beginning and termination dates of the 
FIRE program, namely July 1978 and March 31, 
1984 respectively. Projects to be concluded after 
the expiry date of the program (March 31, 1984) 
will be subject to special negotiation as to the 
eligibility of their costs. 


Nh, 


iste: 


ere eo, a4 


Payment of Claims 


Payments will be made on a semi-annual interim 

basis. Claims will be submitted in a format to be 

specified by the FIRE Program Secretariat, 

detailing the project status and the expenditures 

incurred during the 6-month periods ending 

June 30 and December 31 respectively. Partial 

reimbursement of the eligible expenditures so 

reported will then be made directly to the 

applicant firm, in accordance with the provisions — \ 3 
of the governing FIRE agreement. ae 


A 10 per cent holdback will be applied to all 
such interim payments, to be paid upon final 
verification of total project costs (and any 
adjustments necessary) following the conclusion 
of the project as defined in the preceding 
section. Throughout the project and following its 
conclusion all project expenditures and claims 
for payment will be subject to financial audit at 
the discretion of EMR. 


All FIRE cost-sharing assistance payments 

received in this manner will be taxable in 
accordance with the Income Tax Act. It is 
anticipated that the treatment deemed 

appropriate for income tax purposes will likely ~¢ 
be as a reduction of the capital cost of the Thee 
installation, as referred to in Revenue Canada’s 
Interpretation Bulletin IT-273. 
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